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According to Brazilian Finance Minister Mailson Ferreira Da Nobrega, the recent agreement with
the country's foreign bank creditors includes "terms that are equal or better than those obtained by
a debtor nation, and in some cases, better than any existing." Under the agreement, Brazil received
easier payment terms for $62 billion of its over $120 billion debt, and new loans totaling $5.2 billion.
Brazil also has negotiated a $1.5 billion "standby" accord with the International Monetary Fund,
a pact that will end three years of estrangement from the institution. Some Brazilian economists
agree with Nobrega. Former planning minister Mario Henrique Simonsen called the agreement the
best yet negotiated by Brazil. Andre Lara Resende, a former central bank director and one of the
architects of the 1986 anti-inflation plan, said, "This is the best orthodox accord we've heard of yet."
Others are not so enthusiastic. Luiz Belluzzo, who was former finance minister Dilson Funaro's chief
economic adviser, said the accord was "excellent for the banks because they'll hardly have to come
up with any new money...For the public sector this will be a disaster." Two weeks ago President
Jose Sarney dismissed the head of the joint chiefs of staff, Brigadier Paulo Roberto Camarinha, for
criticizing Da Nobrega's economic austerity policy. Last week, the head of the state-owned Petrobras
oil company was ousted for the same reason. Da Nobrega, 46, recently took over the chairmanship of
the Group of 24 leading debtor nations. There, he is urging member nations to increase productivity
and turn away from large-scale bank borrowing with the help of increased lending from multilateral
agencies. Brazil's annual inflation rate running at 600%. Unlike his predecessors, Da Nobrega is
turning to traditional, belt-tightening austerity to bring down inflation. He placed a ceiling on the
salaries of 1.5 million government workers for two months to reduce payrolls that now consume
three-quarters of government revenue. He set strict limits on the borrowing capacity of governmentowned companies and on states and municipalities, threatening to block the trading accounts of
those in arrears with the federal government. And he promised to continue phasing out incentives
and subsidies, including the artificially low price of imported flour. Meanwhile, a court ruling may
remove the government salary ceiling, and the state of Sao Paulo is pushing to have the federal
government take over interest payments on the state's $8 billion debt. (Basic data from Washington
Post, 06/28/88)
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